This paper estimates the amount of tightening in bank commercial and industrial (C&I) loan rates during the financial crisis. After controlling for loan characteristics and bank fixed effects, as of 2010:Q1, the average C&I loan spread was 66 basis points or 23 percent above normal. From about 2005 to 2008, the loan spread averaged 23 basis points below normal. Thus, from the unusually loose lending conditions in 2007 to the much tighter conditions in 2010:Q1, the average loan spread increased by about 1 percentage point. I find that large and medium-sized banks tightened their loan rates more than small banks; while small banks tended to tighten less, they always charged more.
I. Introduction
The recent financial crisis has severely weakened the U.S. banking industry. The number of bank failures has skyrocketed, and it continues to climb. Bank stocks plummeted. In response to both the great economic recession and the dire conditions of the banking industry, banks tightened their lending terms and standards to unprecedented levels, according to the Federal To delve into the channels of credit tightening and the supply-side effects of bank credit, I study the cross-sectional effects of loan characteristics and bank characteristics on loan pricing over the last 52 calendar quarters. While the finance literature emphasizes the demand-side factors in corporate borrowing, including the information problem of the borrowers [e.g. Norden and Wagner (2008) and Daniels and Ramirez (2008) ], relationship lending [e.g. Calomiris and 1 Jiangli, Unal and Yom (2008) studied whether relationships benefit firms by making credit more available during periods of financial stress during the Asian financial crisis. They found relationships had positive effects on credit availability for Korean and Thai firms, but not for Indonesian and Philippine firms. Pornrojnangkool (2009), Hellman, Lindsey and Puri (2008) , and Uchida, Udell and Yamori (2008) ], and the borrower's choice of debt and lenders [e.g. Kwan and Carleton (2009) ], there are relatively few studies on the effects of the lender's financial condition on loan pricing. 2 Finding how a bank's own financial condition affects its lending terms is akin to a pure supplyside effect in credit provisions. 3 The papers most closely related to this study include Rajan (1994) , Berger and Udell (2004) , Murfin (2009) , and Chava and Purnanandam (2009) . Rajan (1994) studied how bank credit policy fluctuates. Berger and Udell (2004) used the same kind of data as in this paper to link portfolio performance to the tightening of bank credit standards and lending volumes, referring to their findings as the institutional memory hypothesis. Murfin (2009) studied the supply-side effects on loan covenants and found evidence that banks wrote tighter loan contracts than their peers after suffering defaults to their own portfolios, even when defaulting borrowers were in different industries and geographic regions than current borrowers. Chava and Purnanandam (2009) found that banks with exposure to the 1998 Russian default subsequently cut back on lending. More broadly, Bernanke and Gertler (1995) , Peek and Rosengren (1997) , Kang and Stulz (2000) , and Paravisini (2008) studied various shocks to lenders on credit availability in the economy. This paper focuses on the extent and the mechanism of credit tightening during the recent financial crisis. The main findings of this study are the following. As of 2010:Q1, the C&I loan 2 Repullo and Suarez (2004) examined how two different Basel rules on capital requirements, the advanced internal rating based approach versus the standardized rule, could affect loan pricing. 3 While providing evidence on the supply-side effects of bank lending, this paper does not address the bank lending channel in monetary policy transmission (see, for example, Kashyap, Stein, and Wilcox (1993) , Oliner and Rudebusch (1996) , and Kashyap and Stein (2000) ). This is because the link between monetary policy and banking conditions is not modeled here and is beyond the scope of this paper. rate spread over the federal funds rate was about 66 basis points higher than its long-term average. Because lending terms were unusually loose just prior to the eruption of the crisis, the increase in the loan rate spread from the trough in 2007:Q2 to 2010:Q1 was almost one percentage point. Moreover, I do not find evidence that smaller bank-dependent borrowers, proxied by loan size, suffered more from bank tightening than large borrowers. The channels through which banks tightened loan prices include reducing the discounts on large loans and raising the price of risk for riskier loans. I also find evidence that noncommitment loans were priced significantly higher than commitment loans at the height of the liquidity shortfall in late 2007 and early 2008, but this premium dropped to zero following the introduction of emergency liquidity facilities by the Federal Reserve. Regarding the supply-side effects of loan pricing, in a cross section of banks, I find that loan portfolio quality, capital ratios, and the amount of unused loan commitments are found to have significant effects on loan prices.
The rest of this paper is organized as follows. Section II describes the data and provides summary statistics. Section III estimates how much banks tightened loan rates during the financial crisis. Section IV examines how and why banks tighten credit. The robustness of the findings is discussed in Section V. Section VI concludes.
II. Data
The loan transaction data are obtained from the Federal Reserve's Survey of Terms of Business Lending (STBL), which collects data on all C&I loans made by a panel of about 350 domestic banks during the report period. The report period covers the first business week of February, May, August, and November of each year. The panel is drawn from across the United States and includes both large and small banks that actively engage in business lending. While participating banks tend to stay in the panel from year to year, the panel changes over time due to mergers and exits from banking.
The STBL covers all C&I loans to U.S. addresses when funds are disbursed to borrowers during the report period. The loans must be denominated in U.S. dollars and greater than $7,500. The data exclude loans secured by real estate, even if the proceeds are for commercial and industrial purposes. Since the STBL started in 1977, the level of details reported by the participating banks has increased over time. In 1997:Q2, the STBL started collecting loan level credit risk ratings, with each risk rating category clearly defined by the Federal Reserve (rather than by the reporting bank).
Specifically, the STBL defines five credit risk ratings. Rate1 is minimal risk; loans in this category have virtually no chance of resulting in a loss. Rate2 is low risk; loans in this category are very unlikely to result in a loss. Rate3 is moderate risk; loans in this category have little chance of resulting in a loss. This category should include the average loan, under average economic conditions, at the typical lender. Rate4 is acceptable risk; loans in this category have a limited chance of resulting in a loss. Rate5 is special mention or classified asset; loans in this category would generally fall into the examination categories of "special mention," "substandard," "doubtful," or "loss." Rate5 would primarily be work-out loans, as it is highly unlikely that new loans would fall into this category. The complete definitions of the rating categories are provided in Appendix 1.
Since it is important to control for the credit risk of the borrowing firm, this study uses STBL data from 1997:Q2 to 2010:Q1. In addition to credit risk ratings, the loan level data include the loan rate, the loan size, whether the loan rate is based on the prime rate, commitment status, and whether the loan is secured by collateral. Term loans or loans with repricing intervals greater than one year are excluded. In order for the loans from a reporting bank in a particular quarter to be included in the analysis, the bank must have extended at least ten loans during the quarter.
The financial data of the reporting banks are collected from the quarterly Report of Conditions and Income, known as the Call Report. The end-of-quarter Call Report data are merged with the quarterly STBL data immediately following the Call date, so that the STBL data always lead the Call Report data by one calendar month. For robustness, banks also are grouped into three size categories based on their total assets: large banks with total assets over $10 billion, medium banks with total assets between $1 billion and $10 billion, and small banks with total assets less than $1 billion. In addition, some analysis uses subsamples of large loans (at least $1 million) and small loans (no greater than $50,000). Table 1 provides descriptive statistics of the sample banks from 1997 to 2010 for both the full sample and by size class. Table 2 provides descriptive statistics of the sample C&I loans from 1997 to 2010, also for the full sample and by size class. Although there are more medium-sized banks in the sample, over 70 percent of the loans were made by large banks, reflecting the concentration in the banking industry. Both the mean and the median loan size increase with bank size. Credit risk ratings are concentrated in Rate3 (moderate risk) and Rate4 (acceptable risk) categories. Rate5 (special mention) loans account for less than 10 percent of the sample, and dropping these loans from the analysis provides very similar results.
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About 90 percent of the C&I loans in the full sample were made under commitment. About 80 percent of the sample C&I loans were secured with collaterals.
III. How much did banks tighten credit?
To examine how the loan rate charged by banks changes over time, I fit the following pooled time-series cross-sectional model by regressing the loan rate on loan characteristics, bank fixed effects and time effects.
, where Y ijt is the interest rate on loan i made by bank j at time t, X ijt is a vector of loan i characteristics, Time is the time effect dummy, Bank is the bank fixed effect dummy, and g it is the residual. The loan characteristics include the following: 5 Dropping the very large loans (over $25 million) from the analysis also provides very similar results. LOANSIZE = Log (loan size); RATE2, ... RATE5 = Dummy variables equal 1 if the credit risk rating equals 2 to 5, respectively, zero otherwise; PRIME = Dummy variable equals 1 if the base rate is the prime rate, zero otherwise; NONCOMMIT = Dummy variable equals 1 if the loan is not made under a loan commitment, zero otherwise; SECURE = Dummy variable equals 1 if the loan is secured by firm assets, zero otherwise.
The coefficient of LOANSIZE is expected to be negative due to scale economies in loan production. In the model, RATE1 is excluded for identification, so the coefficients of RATE2 to RATE5 measure the incremental spread over RATE1 loans. RATE2 to RATE5 are expected to be positive and increasing, reflecting that loans have higher credit risk are charged a higher rate.
The variable PRIME captures the bargaining power of the borrower and is expected to have a positive coefficient. Loans to smaller borrowers are usually priced using the prime rate as the base lending rate; loans to larger firms are usually based on the London interbank offered rate (Libor). The coefficient of NONCOMMIT is expected to be positive; ceteris paribus, banks have more flexibility and bargaining power in setting the loan rate of a NONCOMMIT loan than in the case of a loan drawdown from a line of credit. The coefficient of SECURE is expected to be negative since a collateralized loan improves the loan's expected recovery rate in the event of a default than an uncollateralized loan. 6 In equation (1), the vector of coefficients, α is restricted to be constant over time so that the first term measures the average effects of loan characteristics on loan rates. The bank fixed effect controls for bank-specific factors including its production function and local market competition. Ono and Uesugi (2009) showed that the use of collateral is effective in raising the bank's seniority and enhances its screening and monitoring. Brick and Palia (2007) also found significant effects of collateral on loan rates. However, Berger and Udell (1990) , Booth (1992) , and Kwan and Carleton (2009) found that secured loans are associated with higher loan rates in large loans.
The coefficients of the time effect dummies capture the time-specific factors, mostly the level of interest rates in the economy.
Results of the estimated coefficients of loan characteristics in equation (1) using the full sample and the subsamples of large and small loans are provided in Table 3 . While the coefficients of the bank fixed effects are not reported, many are significant. The adjusted R-squared is about 80 percent. Using the robust standard errors that correct for the clustering of observations per bank per quarter, the coefficients of the loan characteristics are significant and have the expected signs in general. The coefficient of LOANSIZE is significantly negative, indicating that large loans tend to be cheaper than small loans. The coefficients of the credit risk ratings are significant and they increase with risk. The coefficient of NONCOMMIT is significantly positive, except for large loans. On average, interest rates on noncommitment loans are 36 basis points higher than loans that were made under commitment. The coefficient of PRIME is significantly positive, indicating that prime-based loans on average are 75 basis points higher than non-prime-based loans. PRIME has a bigger effect on loan rates for large loans than for small loans. In Panel A, SECURE is significantly negative for loans made by small banks, but insignificant in the full sample and the large and medium bank subsamples. Panel B shows that for large loans, SECURE is significantly positive, and the result is robust with respect to bank size. This is consistent with the literature that states that for larger loans, collateral is actually associated with higher risk, consistent with self-selection of providing collateral. For small loans, in Panel C, SECURE is significantly negative, and the result is robust with respect to bank size. The findings suggest that for small loans, collateral improves recovery risk and has a negative effect on loan rates. The high correlation between the time effect and the federal funds rate suggests that monetary policy is fully transmitted to bank loan rates most of the time, implying that the spread of the time effect coefficient over the federal funds rate can be used to detect the unusual movements in bank loan rates. To shed light on the hypothesis that banks tighten the loan terms more on bank-dependent borrowers, I analyze subsamples of large loans (at least $1 million) and small loans (no greater than $50,000). Small loans are proxies for small borrowers who are less likely to have access to the capital market and who are more likely to be dependent on a relationship with a single bank. Large loans are assumed to be taken by large borrowers who likely have access to the capital market, including the commercial paper market, and also are likely to have relationships with more than one bank.
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The STBL data do not provide borrowers' characteristics or identities. Figure 6 charts the spread of the time effect coefficient over the federal funds rate for the regression using only large loans. While the average spread on large loans is lower than in the full sample, the amount of tightening of large loans is estimated to be 91 basis points, or 46 percent above normal. Figures 7 and 8 show the large loan results by bank size. 8 Large banks are found to tighten more on their large loans in percentage terms than medium-sized banks.
Medium banks are found to tighten more on their large loans in absolute terms. Figure 10 shows that while the average spread on small loans is higher, the amount of tightening in small loans is relatively smaller, at 52 basis points or 17 percent above normal. Medium-sized banks are found to tighten more on their small loans ( Figure 12 ) than large banks (Figure 11 ).
Small banks always charge a higher spread on their small loans, and the amount of recent tightening is similar to the 2003 tightening.
To summarize, the results by loan size show that while small loans tend to have larger spreads than large loans at all times, the amount of tightening in large loans is actually greater than in small loans. Thus, the findings do not support the hypothesis that banks tighten the terms more on loans to bank-dependent borrowers.
IV. How and why banks tighten credit
In equation (1), the coefficients of loan characteristics, α, are restricted to be constant over time so that they measure the average effect of loan characteristics on loan rates. Similarly, the bank fixed effect in (1) controls for the average effect of bank characteristics on loan rates. With those restrictions, the time effect coefficient captures the element of the loan rate that is unique to time period t after controlling for the average effects of loan characteristics and bank characteristics.
In this section, I discuss how the effects of loan characteristics and bank characteristics on loan rates change over time, particularly over the recent quarters when banks were under severe stress. To do this, I relax the restrictions in equation (1) , where θ t is the intercept term, Z jt is a vector of bank j's characteristics at time t, and ν it is the residual, to produce a time series of α t and β t . The evolution of α t captures how the effects of loan characteristics on loan rates change over time, which addresses the question of how banks tighten credit. The evolution of β t captures how the effects of bank characteristics on loan rates change over time, which addresses the question of why banks tighten credit.
Using data from the Call Report, the following variables are included in the Z vector: BADLOAN = Ratio of past-due and nonaccrual loans to allowance for loan loss; CAPITAL = Ratio of book value capital to total assets; ROA = Return on assets; UNCOMMIT = Log (Unused line of credit to total loans).
BADLOAN measures a bank's loan portfolio quality relative to its reserves for loan loss. To the extent that a bank with a higher ratio of bad loans to loan-loss reserves is more likely to restrain itself in making new loans, that is, to reduce its loan supply, the coefficient of BADLOAN would be positive. The channels through which BADLOAN could constrain bank lending include supervisory pressure to reduce lending, capital constraints due to higher provisioning for loan loss in the future, and the bank's own reassessment of the economic outlook, local economic conditions, and underwriting standards in light of the bad portfolio outcomes. While it is beyond the scope of this paper to distinguish among these channels, finding a positive coefficient of BADLOAN provides evidence of the supply-side effect of loan pricing.
CAPITAL is included to examine the effect of the book value capital ratio on loan prices. While CAPITAL may capture a bank's capital constraint more directly, a bank's book value capital could lag its economic capital in a significant way, such that BADLOAN may still be a better A negative coefficient of CAPITAL would suggest that a low book value capital ratio constrains bank lending. On the other hand, it is well known in the banking literature that a bank's capital position reflects its risk aversion. If a more riskaverse bank tends to tighten its loan supply more at times of economic uncertainty, this could lead to a positive effect of CAPITAL on loan rates.
ROA measures a bank's profitability. Higher ROA could result in higher retained earnings and hence additional capital both to support and to fund bank lending. Higher ROA could also lead to complacency or higher risk tolerance by bank management, and hence a lower loan rate.
These effects would lead to a negative coefficient of ROA.
UNCOMMIT measures a bank's unused loan commitment outstanding. If a bank (fully or partially) prefunds its loan commitments, a bank with a high level of unused loan commitments may want to utilize its unused lending capacity by increasing its loan supply, so that the coefficient of UNCOMMIT would be negative. On the other hand, if a bank funds the drawdowns from loan commitments mostly as or after the drawdowns have taken place, when this bank faces a high level of unused loan commitment outstanding, it could be vulnerable to unexpected drawdowns and therefore reduce its loan supply by raising loan rates.
12
In a cross section of banks, whether the coefficient of UNCOMMIT is positive or negative is an empirical question. This coefficient also would likely be time varying, depending on the liquidity in the banking sector.
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Washington Mutual was considered well capitalized just before it failed. Wachovia also was well capitalized before it was acquired by Wells Fargo.
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Many banks in the STBL panel do not have publicly traded stocks for computing market value capital ratio. Bank stock prices also likely capture the bad loan effects already included in the model. 12 Gatev, Schuermann and Strahan (2009) argued that deposits can be used to hedge loan commitments. Ivashina and Scharfstein (2009) found banks that cosyndicated more of their credit lines with Lehman Brothers reduced their syndicated lending more following the Lehman collapse.
These four bank-specific variables test the supply-side effects of loan pricing. In the crosssectional regression, β t captures the pure cross-sectional effects of BADLOAN, CAPITAL, ROA, and UNCOMMIT on the loan rate at a given point in time. This should be distinguished from a time-series cross-sectional model where a positive effect of BADLOAN on loan price could be because rising loan delinquency signals worsening economic developments that prompts banks to tighten loan rates. In a pure cross-sectional regression, all banks are at the same point in time facing the same economy. If, for example, banks with more bad loans indeed are found to charge a higher loan rate than banks with fewer bad loans, the results would be more supportive of the supply-side story than the economic outlook story. Table 4 reports the results of fitting equation (2) by quarter, from 1997:Q2 to 2010:Q1. The intercept term tracks the federal funds rate, but not as well as in Figure 1 . Since the effects of loan characteristics and bank characteristics on loan rates are allowed to be time varying, the tightening in loan rates is reflected in both the intercept term and the changes in coefficients.
The coefficient of PRIME is mostly positive and significant. PRIME is insignificant in the 14 The positive effect of CAPITAL on loan rates is consistent with a capital position reflecting risk aversion, where more risk-averse banks choose to hold more capital. Thus, the findings suggest that during periods of high economic uncertainty, a more risk-averse bank tightens its loan supply more by charging a higher loan rate.
The coefficient of ROA is mostly insignificant, indicating that profitability does not seem to affect loan pricing. commitments charge lower loan rates, thereby raising their loan supply to borrowers. This seems to suggest that unused loan commitments are associated with excess lending capacity, consistent with the notion that banks (at least partially) fund their loan commitments ahead of drawdowns.
V. Robustness
For robustness, equation (2) is fit separately for each size class of banks by quarter. Table 5 reports the results of the three key bank characteristics that are found to have significant effects on loan rate in Table 4 , namely BADLOAN, CAPITAL, and UNCOMMIT. 14 Using regulatory capital ratio, such as risk-based capital ratio or tier-1 capital ratio, provides similar results.
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To save space, the results of the other variables in equation (2) in the size-based regressions are not reported.
Regarding CAPITAL, the positive effect of CAPITAL on loan rates holds up reasonably well before 2005. Since then, CAPITAL is found to have a positive effect on loan rates among large banks and medium banks in a number of quarters, whereas CAPITAL is found to have a significantly negative effect on loan prices among small banks in many quarters. The negative effect of CAPITAL on loan rates by small banks is consistent with the capital constraint story.
While large banks tend to have better access to the capital market, and they also received capital injection from the government during the financial crisis, small banks may be more sensitive than large banks to capital shortfalls.
On the effect of UNCOMMIT on loan prices, the results are quite robust with respect to bank size. Banks with more unused loan commitments tend to lower their loan rates.
In equation (2), BADLOAN consists of three categories, loans that are past due 30 through 89 days and still accruing, loans that are past due 90 days or more and still accruing, and nonaccruing past-due loans. In Table 6 , results of estimating equation (2) significant effect on the cross-sectional differences in loan rates is the over 90-days past due loans. As the financial crisis deepened, nonaccruing loans are found to have significant effect on loan rates. This seems to reflect the aging of bad loans over time. Note that on balance, the 30-89 days past-due loans do not have a significant effect on loan pricing, suggesting that banks do not seem to react to the first sign of loan portfolio deterioriation.
In Table 4 , the effect of CAPITAL on loan rates is found to be positive in a number of quarters, which is interpreted as reflecting the cross sectional effect of banks' risk aversion on loan pricing. One concern is that the accounting measure of book value capital may not be up-to-date in measuring a bank's true capital constraint. To address this potential concern, equation (2) is reestimated by including four lags of CAPITAL. Table 6 reports the results of the coefficients of CAPITAL and its lags, as well as the sum of the coefficients. Focusing on the sum of the effects of CAPITAL and lagged CAPITAL on loan rates in the last column of Table 6 , the effect of CAPITAL on loan rates holds up quite well. Hence, the finding that risk-averse banks that hold more capital tend to charge a higher loan rate appears to be robust.
VI. Conclusions
This paper estimates the amount of tightening in bank C&I loan rates during the recent financial Using loan size to proxy for bank-dependent borrowers, while small loans tended to have a larger spread than large loans, the amount of tightening in small loans was actually less than in large loans, in both absolute and percentage terms. Hence, the results do not indicate that bankdependent borrowers suffered more from bank tightening than large borrowers.
The channels through which banks tightened loan rates include reducing the discount on large loans and raising the risk premium on more risky loans. There also is evidence that noncommitment loans were priced significantly higher than commitment loans at the height of the liquidity shortfall from late 2007 to early 2008, but this premium dropped to zero following the introduction of emergency liquidity facilities by the Federal Reserve.
In a cross section of banks, certain bank characteristics are found to have significant effects on loan prices, including loan portfolio quality, capital ratios, and the amount of unused loan commitments. These findings provide evidence in support of the supply-side effect of loan pricing.
Appendix 1: STBL instructions on credit risk rating
Risk rating. If your institution assigns internal risk ratings to business loans, enter the numerical designation from the list provided below that most closely matches the definition of the internal rating assigned to this loan. Do not enter your institution's own internal risk rating. If your institution rates loans, but a particular loan is unrated, or not yet rated, enter ''0" for that loan. If your institution does not assign internal risk ratings to business loans, either (a) leave this column blank or (b) use the categories presented below to make the assignment. The definitions provided here take account of both the characteristics of the borrower and the protections provided in the loan contract. Note that the definitions are intended to characterize ranges of risk; hence the definition of your institution's internal rating for a loan probably will not exactly match any of the provided definitions. Enter the numerical designation that corresponds most closely to the internal rating of your institution. The risk rating categories provided here are not intended to establish a supervisory standard for the maintenance or reporting of internal risk rating systems.
Minimal risk (enter ''1"). Loans in this category have virtually no chance of resulting in a loss. They would have a level of risk similar to a loan with the following characteristics:
• The customer has been with your institution for many years and has an excellent credit history.
• The customer's cash flow is steady and well in excess of required debt repayments plus other fixed charges.
• The customer has an AA or higher public debt rating.
• The customer has excellent access to alternative sources of finance at favorable terms.
• The management is of uniformly high quality and has unquestioned character.
• The collateral, if required, is cash or cash equivalent and is equal to or exceeds the value of the loan.
• The guarantor, if required, would achieve approximately this rating if borrowing from your institution.
Low risk (enter ''2"). Loans in this category are very unlikely to result in a loss. They would have a level of risk similar to a loan with the following characteristics:
• The customer has an excellent credit history.
• The customer's cash flow is steady and comfortably exceeds required debt repayments plus other fixed charges.
• The customer has a BBB or higher public debt rating.
• The customer has good access to alternative sources of finance at favorable terms.
• The management is of high quality and has unquestioned character.
• The collateral, if required, is sufficiently liquid and has a large enough margin to make very likely the recovery of the full amount of the loan in the event of default.
Moderate risk (enter ''3"). Loans in this category have little chance of resulting in a loss. This category should include the average loan, under average economic conditions, at the typical lender. Loans in this category would have a level of risk similar to a loan with the following characteristics:
• The customer has a good credit history.
• The customer's cash flow may be subject to cyclical conditions, but is adequate to meet required debt repayments plus other fixed charges even after a limited period of losses or in the event of a somewhat lower trend in earnings.
• The customer has limited access to the capital markets.
• The customer has some access to alternative sources of finance at reasonable terms.
• The firm has good management in important positions.
• Collateral, which would usually be required, is sufficiently liquid and has a large enough margin to make likely the recovery of the value of the loan in the event of default.
Acceptable risk (enter ''4"). Loans in this category have a limited chance of resulting in a loss. They would have a level of risk similar to a loan with the following characteristics:
• The customer has only a fair credit rating but no recent credit problems.
• The customer's cash flow is currently adequate to meet required debt repayments, but it may not be sufficient in the event of significant adverse developments.
• The customer does not have access to the capital markets.
• The customer has some limited access to alternative sources of finance possibly at unfavorable terms.
• Some management weakness exists.
• Collateral, which would generally be required, is sufficient to make likely the recovery of the value of the loan in the event of default, but liquidating the collateral may be difficult or expensive.
• The guarantor, if required, would achieve this rating or lower if borrowing from your institution.
Special mention or classified asset (enter ''5").
Loans in this category would generally fall into the examination categories: "special mention," "substandard," "doubtful," or "loss." They would primarily be work-out loans, as it is highly unlikely that new loans would fall into this category. Note: The sum of the total number of banks by size class exceeds the "ALL" column because some banks belonged to more than one size class during the sampling period. .425) (0.200) (0.0366) (0.159) (0.139) (0.121) (0.133) (0.212) (0.128) (0.0936) (2.931) (54.55) ***, **, * indicate significance at the 1%, 5%, and 10% levels, respectively. Difference:
